STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE
300 Capitol Mall, 16™ Floor
Sacramento, California 95814

REG-2007-00049 March 12, 2008

FINAL TEXT OF REGULATIONS

Amend Title 10, California Code of Regulations, Chapter 5, Subchapter 7.7, Sections
2697.6(e) and 2697.61 to read as follows:

Section 2697.6. Earthquake Policies, Coverage Types and Limits.

(a) The Authority must offer, in accordance with the provisions of Division 2, Part 1, Chapter 8.5,
of the Insurance Code, a basic residential earthquake insurance policy to any owner of a qualifying
residential property, as long as the qualifying residential property meets the eligibility standards of
the Authority and the owner has first secured a residential property insurance policy from a partici-
pating insurer.

(b) The Authority must renew any basic residential earthquake insurance policy it has written,
provided that the Authority receives payment of the applicable renewal premium on or before the
expiration date stated in the policy. The Authority must nonrenew, rescind, or cancel a policy on

any otherwise the-greunds-thatthe qualified residential property whenever the property is no longer
covered by an underlying residential property insurance policy issued by a participating insurer.

(c) No policy issued by the Authority will provide coverage in the event there is no underlying
residential property insurance policy issued by a Participating Insurer at the time of loss. In that
case, any unearned premium shall be returned to the policyholder on a pro rata basis.

(d) The types of policies, base-limits policy and coverage limits, and base-limits policy deducti-
bles of Authority policies shall be as follows:

1. Dwelling policy: +5%Deduetible
Coverage A (Dwelling) Limit of insurance eEqual to the
stated Coverage A limit
(or-i val

hmit however the limit on liability
for the structure may be denomi-
nated in the residential property
insurance policy, without adjust-
ment of the stated dollar amount
for inflation or similar modifica-
tion) of underlying residential
property insurance policy; maxi-
mum deductible 15% of Coverage
A limit

Coverage B Netavailable Limited coverage,
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Coverage C (Personal Property/Contents)

Coverage D (Loss of Use)

CoverageE(Limited Building Code Upgrade)}

included in Coverage A limit and
subject to Coverage A deductible
No less than $ 5,000 limit of in-
surance; no payment unless struc-
tural loss meets Coverage A de-
ductible

No less than $ 1,500 limit of in-
surance; no deductible

No less than $ 10,000 limit of in-
surance, subject to Coverage A

deductible

2. Individual condominium or cooperative unit policy:
Coverage A (Real Property)

Coverage C (Personal Property/Contents)

Coverage D (Loss of Use)

- E (Limited Buildine Code U !
Coverage EE (Loss Assessment-{condominitm-value>$135,000))

- i i

—value</—$135,000))

3. Renter's policy:
—CoverageA
—Coverage-B

Coverage C (Personal Property)

Coverage D (Loss of Use)
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No less than § 25,000 lim-
ited of insurance; maximum
deductible 15% of Coverage
A limit; plus no less than
$10,000 Limited Building
Code Upgrade coverage as
additional insurance, subject
to Coverage A deductible
Notavailable

No less than $ 5,000 limit of
insurance; maximum de-
ductible 15% of Coverage C
limit

No less than $ 1,500 limit of
coverage; no deductible
$-10,000

For condominium units val-
ued at $135,000 or more, no
less than $ 50,000 limit of
coverage; for condominium
units valued at less than
$135.,000, no less than
$25.,000 limit of coverage;
maximum deductible 15% of
Coverage E limit
$25,000-0r

$-50,000

15% Deduetible
Net—appl—?e&ble

No less than $ 5,000 limit of
insurance; maximum de-
ductible 15% of Coverage C
limit

No less than $ 1,500 limit of
insurance; no deductible




(e) The Authority may issue basic residential earthquake insurance policies with limits of insur-
ance greater than the required minimum limits of insurance set forth in subdivision (d) or with
lower deductibles than the maximum deductibles set forth in subdivision (d), referred to in this
Chapter as "optional limits basic residential earthquake insurance." In issuing its optional-limits ba-

sic residential earthquake insurance policies, the Authority must provide full financial backing in

accordance with a written plan of ﬁnance JEhe—pl-&n—eilﬁnanee—m&s{—epefa%e—éfeem%elﬁe—pfe%eet

nanem%habﬁﬁy—&mmg—&ma—an%eﬁfe%eﬁpehey—hm&s—}&e*%s&eﬁthe%&hm&s The plan of fi-

nance may include the purchase by the Authority of reinsurance and financial guaranty insurance on
terms and at the limits that the Authority may find reasonable and appropriate, to secure the pay-
ment of claims obligations and expenses that may arise under its optional-limits basic residential

earthquake insurance pohcylcs andrehited-contracts-of retisuratee.
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ﬁ#%ﬂ}e&saﬁédel-laiﬁs}er—}ess—"l:the Value of the land on Wthh a condomlmum unit is constructed is
to be excluded when determining the value of theat condominium unit for the purpose of determin-
ing the minimum limit of insurance for Coverage E (Loss Assessment).

AUTHORITY:

Note: Authority cited: Sections 10087, 10089.5(c), 10089.11, 10089.20 and 10089.26(a)(1), Insur-
ance Code. Reference: Sections 10089, 10089.11(a), 10089.28(b) and 12921, Insurance Code.

Section 2697.61. Additional Requirements for Offer of Optional-Limits Basic Residential
Earthquake Insurance Policies

(a) Before the Authority ean may offer optional-limits basic residential earthquake insurance poli-
cies, the governing board must first certify that selling these-pelietes such insurance furthers the
Authority's charge in Insurance Code Section 10089.10 to achieve maximum capacity for writing
earthquake coverage. The sale by the Authority of any optional-limits basic residential earthquake

msurance p011c1es must be actuarlally sound aﬂd—mﬁsH&erﬂ%er—reLy—eﬂ—ner—mpﬁr—ﬂ&%H{hem{yLs
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(b) The Commissioner finds that integrating the formerly separate optional-limits program that

had been in operation from 1999 through 2007 with the base-limits program serves the public inter-
est by permitting the two programs to be financed together at an expected overall saving and by
simplifying the program for the Authority, participating insurers, and consumers. This integration
renders the former maintenance of separate funds within the Authority unnecessary and inappropri-
ate. Any inter-fund transfer obligation that may exist at the time of integration will cease to exist.

AUTHORITY:

Note: Authority cited: Sections 10087, 10089.5(c), 10089.11, 10089.20 and 10089.26(a)(1), Insur-
ance Code. Reference: Sections 10089, 10089.11(a), 10089.28(b) and 12921, Insurance Code.
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